November 23, 2022
The Honorable Merrick Garland
Attorney General
U.S. Department of Justice
950 Pennsylvania Avenue, NW
Washington, D.C. 20530
The Honorable Kenneth Polite, Jr.
Assistant Attorney General
Criminal Division
U.S. Department of Justice
950 Pennsylvania Avenue, NW
Washington, D.C. 20530
Dear Attorney General Garland and Assistant Attorney General Polite:
We write to express deep concern over the disturbing allegations of fraud and illicit behavior that
led to the collapse of cryptocurrency firm FTX Trading Ltd. (FTX) and to urge to the
Department of Justice (DOJ or “the Department”) to hold the company’s executives accountable
to the fullest extent of the law.
We were glad to see you both announce the DOJ’s renewed commitment to investigating and
prosecuting white collar crime earlier this year. In speeches at the American Bar Association’s
White Collar Crime National Institute, you affirmed the Department’s intent to “[hold]
individuals accountable for white-collar crime, as opposed to only levying fines on companies”
and “to increase its focus on the flesh-and-blood victims of white-collar wrongdoing.”1 We have
long urged regulators to hold corporate executives personally accountable when their businesses
break the law, and one of us has introduced legislation to ensure that this happens.2 Given the
Department’s commitment to holding perpetrators of white-collar crime personally accountable,
we expect DOJ to investigate the actions leading to the collapse of FTX with the utmost scrutiny.
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Earlier this month, FTX, one of the world’s largest cryptocurrency exchanges, once valued at
$32 billion, announced that it and more than 130 additional affiliated companies, had filed for
bankruptcy.3 The company’s swift collapse has created shockwaves across the industry: Genesis,
a crypto trading firm, said $175 million were locked within the firm’s FTX trading account;
Galois Capital, a crypto hedge fund, reported that half of its capital, an estimated $100 million,
was tied up in its FTX account; and BlockFi, a crypto lender, halted withdrawals and is
reportedly preparing a bankruptcy filing – and the contagion continues to spread.4
The impact of FTX’s collapse on retail investors has been even more alarming. In its Chapter 11
filings, FTX announced that it would seek to discharge its debts, which could amount to as much
as $8 billion that it owes to over one million customers,5 many of which are retail investors.
Through high-dollar advertisement placements and celebrity endorsements,6 FTX created a false
sense of safety and legitimacy and encouraged consumers to pour their hard-earned money into
investments on the exchange.7 Now, “working- and middle-class retail investors from around the
world … [are] unable to access money they held on FTX.”8
In the days leading up to FTX’s collapse, company CEO Sam Bankman-Fried attempted to
downplay concerns about its liquidity, assuring customers in a since-deleted tweet that “FTX has
enough to cover all client holdings. We don’t invest client assets (even in treasuries).”9 A
spokesperson for FTX US, FTX’s US-based platform, similarly affirmed that the company’s
“assets are backed 1:1.”10 However, when customers attempted to withdraw deposits, it became
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clear that Mr. Bankman-Fried and company representatives were lying. In an investor meeting,
Mr. Bankman-Fried relented, admitting that Alameda Research, an affiliated trading platform of
which he is the founder, owed FTX about $10 billion in customer deposits that were lent without
their consent – a violation of both U.S. securities laws and FTX’s own terms of service.11 The
fall of FTX was not simply a result of sloppy business and management practices, but rather
appears to have been caused by intentional and fraudulent tactics employed by Mr. BankmanFried and other FTX executives to enrich themselves. In fact, Mr. Bankman-Fried had already
revealed his true interests of self-enrichment last year when he siphoned $300 million to his own
wallet, an investment that was intended to “help grow [FTX], improve user experience and allow
it to engage more with regulators.”12
John Jay Ray, an executive who has managed multiple companies through bankruptcy, including
the energy trading giant Enron, and who has since taken over as FTX CEO, shed new light on
Bankman-Fried’s negligence in a court filing last week.13 In the filing, “Mr. Ray described an
astonishing level of disarray and said he had never seen ‘such a complete failure of corporate
control.’”14 Mr. Ray called it an unprecedented situation, spurred by “compromised systems
integrity and faulty regulatory oversight abroad” and “the concentration of control in the hands
of a very small group of inexperienced, unsophisticated and potentially compromised
individuals.”15 He described “the use of software to ‘conceal the misuse of customer funds,’” and
told the court the financial statements produced under Bankman-Fried could not be trusted, given
that “[FTX] did not keep appropriate books and records, or security controls, with respect to its
digital assets.”16
As this situation unfolds, new facts will undoubtedly shed more light on how Bankman-Fried
and his associates’ deception has harmed FTX’s customers, and customers of any company that
was exposed to the contagion – and may reveal that the problems with the crypto industry extend
well beyond FTX.17 We urge the Department to center these “flesh-and-blood victims” as it
investigates, and, if it deems necessary, prosecute the individuals responsible for their harm.
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Sincerely,

Elizabeth Warren
United States Senator

Sheldon Whitehouse
United States Senator
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